APPENDIX

Budget Resolution Targets and Actual Qutcomes

udget resolution targets, adopted by both Houses
of Congress in most years, specify proposed levels of reve-
nues and spending for the upcoming fiscal year. The tar-
gets in the 2004 concurrent budget resolution, adopted
in April 2003, yielded a proposed budget deficit of $385
billion. However, the deficit for fiscal year 2004 was $412
billion—$27 billion more than the deficit that the bud-
get resolution anticipated.

In 2004, revenues were $1,880 billion, only about $3 bil-
lion lower than expected for the year. Total outlays, at
$2,292 billion, ended up being $24 billion higher than
anticipated, primarily because of outlays from supple-
mental appropriations that were not contemplated in the
budget resolution.

Elements of the Analysis

The budget resolution—which consists of targets for rev-
enues, spending, the deficit or surplus, and debt held by
the public—is a concurrent resolution adopted by both
Houses of Congress that sets forth the Congressional
budget plan over five or more fiscal years. The resolution
does not itself become law; instead, it is implemented
through subsequent legislation. That legislation includes
appropriation laws that are intended to adhere to limits
set for discretionary spending, as well as changes in the
laws that affect revenues and spending. Those changes are
sometimes in response to reconciliation instructions in
the resolution, as was the case in 2004.

For this analysis, the differences between the levels speci-
fied in the budget resolution and the actual outcomes are
allocated among three categories: policy, economic, and
technical. Although those categories help explain the dis-
crepancies, the divisions are inexact and necessarily some-
what arbitrary.

Differences attributed to policy derive from enacted legis-
lation not anticipated in the resolution or enacted legisla-
tion that was estimated to cost a different amount than
the resolution originally assumed. Differences attributed
to policy may also reflect lawmakers’ decisions not to en-
act legislation that the budget resolution assumed would
pass. To identify such differences arising from legislation,
the Congressional Budget Office (CBO) normally uses
the cost estimates that it prepared at the time the legisla-
tion was enacted. (To the extent that the actual budgetary
impact is different from what CBO estimated, that differ-
ence is characterized as a technical change.)

A key element in preparing the budget resolution is fore-
casting how the economy will perform in the upcoming
fiscal year. Since 1992, the Congress has adopted the
most recent economic assumptions published by CBO.!
CBO’s economic forecast for the budget resolution is
usually made more than nine months before the fiscal
year begins. Forecasting the economy is an uncertain en-
deavor, and, almost invariably, the economy’s actual per-
formance differs from the forecast. Nevertheless, every
resolution is based on assumptions about numerous eco-
nomic variables—mainly, gross domestic product (GDP),
taxable income, unemployment, inflation, and interest
rates. Those assumptions are used to estimate revenues,
spending for benefit programs, and net interest. In CBO’s
analysis, differences that can be linked directly to the
agency’s economic forecast are labeled economic.

Technical differences between the budget resolution tar-
gets and actual outcomes are those variations that do not
arise directly from legislative or economic sources as cate-
gorized. In the case of revenues, technical differences

1. The Congress used the Administration’s forecast in the resolutions
for 1982, 1986, 1989, 1990, and 1992. The budget resolutions
for 1983 and 1991 were based on assumptions developed by the
budget committees staff.
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stem from a variety of factors, including changes in ad-
ministrative tax rules, differences in the sources of taxable
income that are not captured by the economic forecast,
and changes in the amounts of income taxed at the vari-
ous rates. In the case of many benefit programs, factors
such as an unanticipated change in the number of benefi-
ciaries, unforeseen utilization of health care services,
changes in farm commodity prices, or new regulations
can produce technical differences.

Comparing the Budget Resolution and

Actual Outcomes for Fiscal Year 2004
The budget resolution for 2004 adopted the economic
assumptions that CBO published in January 2003, which
also underpinned CBO’s March 2003 baseline prepared
in conjunction with the agency’s analysis of the Presi-
dent’s 2004 Budget. Using those assumptions and incor-
porating planned policy changes, the resolution estab-
lished the following targets for the year: total revenues of
$1,883 billion, outlays of $2,268 billion, and a deficit of
$385 billion (see Table C-1). Ultimately, revenues were
lower by $3 billion and outlays were higher by $24 bil-
lion, resulting in a deficit that was $27 billion higher than
the one anticipated in the resolution. Policy differences—
primarily in the form of unanticipated discretionary out-
lays—raised the deficit by $44 billion relative to the tar-
get (see Table C-2). Conversely, a stronger-than-expected
economy lowered the deficit by $27 billion compared to
the target. Technical factors, mostly on the revenue side,
accounted for the remainder of the difference (raising the

deficit by $10 billion).

Differences Arising from Policy Changes

Of the many proposals incorporated in the budget resolu-
tion—some from the President’s budget for 2004 and
some originating in the Congress—a portion were even-
tually enacted (although sometimes in a different form
than originally envisioned), and a portion were not. In
addition, some legislation was enacted that was not envi-
sioned in the resolution. In total, policy actions taken (or
assumed but not taken) after the budget resolution targets
were established increased the deficit by about $44 billion
from the total assumed in the resolution. That net
amount reflects $9 billion more in revenues and $53 bil-
lion more in outlays than the resolution assumed.

The resolution adopted most of the President’s proposed
tax cuts, including an economic growth package assumed
to reduce revenues by $136 billion in 2004 and by $543

Table C-1.

Comparison of Budget Resolution
Targets and Actual Budget Totals, 2004

(Billions of dollars)

Budget Actual Actual
Resolution Budget Minus
Targets Totals Resolution
Revenues 1,883 1,880 -3
Outlays 2,268 2,292 24
Deficit (-) -385 -412 -27
Source: Congressional Budget Office using data from H. Con.

Res. 95, Concurrent Resolution on the Budget for Fiscal
Year 2004 (adopted April 10, 2003).

Notes: The figures include amounts in the Social Security trust
funds and the net cash flow of the Postal Service, which are
off-budget.

These comparisons differ from those in the chapters of this
volume, where differences are measured relative to CBO’s
baseline projections.

billion over the 2004-2013 period. When enacted, the
Jobs and Growth Tax Relief Reconciliation Act of 2003,
or JGTRRA, was estimated to lower 2004 revenues by
roughly that amount. However, several other pieces of
legislation expected to further reduce revenues were not
enacted.

The resolution assumed that discretionary outlays in
2004 would total $861 billion—consistent with the level
of budget authority in the President’s request, adjusted
for expected outlays from the April 2003 supplemental
appropriations for operations in Iraq and Afghanistan. In
fact, new supplementals drove discretionary budget au-
thority $117 billion higher than anticipated in the resolu-
tion. Most of that amount stemmed from additional costs
of the ongoing operations in Iraq and Afghanistan, which
were funded in supplemental appropriation laws in No-
vember 2003 (Public Law 108-106) and August 2004
(PL. 108-287). Supplemental spending thus accounted
for much of the $47 billion overage in discretionary out-
lays attributable to legislation.

Differences arising from policy changes accounted for $8
billion of the mandatory outlays not anticipated in the
resolution for 2004. Most important, mandatory spend-
ing was altered by legislation not contemplated in the
budget resolution. The Unemployment Compensation
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Table C-2.

Sources of Differences Between Budget Resolution Targets and Actual
Budget Totals, 2004

(Billions of dollars)

Differences Arising from
Economic Factors

Policy Changes Technical Factors Total Differences

Revenues 9 8 -20 -3
Outlays

Discretionary spending 47 * 12 34

Mandatory spending® 8 -4 -4 -1

Net Interest -1 -14 6 -9

Total 53 -19 -10 24

Effect on Deficit -44 27 -10 -27

Sources: Congressional Budget Office using data from H. Con. Res. 95, Concurrent Resolution on the Budget for Fiscal Year 2004 (adopted
April 10, 2003) and the Office of Management and Budget.

Notes: Differences are actual outcomes minus budget resolution targets. Positive differences denote a reduction in the deficit; negative dif-

ferences denote an increase.

These comparisons differ from those in the chapters of this volume, where differences are measured relative to CBO’s baseline projec-

tions.
* = between -$500 million and $500 million.

a. Includes offsetting receipts.

Amendments of 2003 (PL. 108-26), which further ex-
tended emergency unemployment benefits for recipients
whose regular benefits would be exhausted before the end
of December 2003, were enacted in May of 2003—at an
estimated cost of $5 billion. In addition, JGTRRA in-
cluded $10 billion in fiscal assistance to the states, with
$5 billion of that amount for 2004 (and the first $5 bil-
lion in 2003).

The resolution’s largest proposal for mandatory spend-
ing—albeit in years beyond 2004—was a prescription
drug benefit for Medicare recipients. The budget resolu-
tion allowed for a program with costs totaling $400 bil-
lion over the decade, including $7 billion in 2004 to im-
plement the proposal. Enacted in late 2003, the Medicare
Prescription Drug, Improvement, and Modernization Act
of 2003 in fact boosted outlays in 2004 by an estimated
$4 billion, or $3 billion less than anticipated by the bud-

get resolution.

Other policy proposals assumed in the budget resolution
were not enacted. For example, a proposal for health in-

surance tax credits that would have increased outlays by

$50 billion from 2004 through 2013 was incorporated

into the resolution but did not pass. (The effect in 2004
would have been small.)

Differences Arising from Economic Factors

Opverall, the economic assumptions underlying the 2004
budget resolution proved to be reasonably accurate. Small
deviations from the forecast led to revenues that turned
out to be $8 billion (0.4 percent) higher than presumed
and outlays that were $19 billion (about 1 percent) lower.

The resolution assumed that real GDP would grow by
2.4 percent in 2003 and by 3.4 percent in 2004, but, in
actuality, GDP growth for those years was 2.5 percent
and 4.6 percent, respectively. The stronger-than-antici-
pated recovery raised the level of nominal GDP com-
pared to that anticipated by the resolution. Corporate
profits were higher and personal incomes were lower than
anticipated.

Mandatory spending is also sensitive to changes in the
economic forecast. Although such spending flows from
the provisions of permanent laws, the spending for many
mandatory programs is keyed to the economy. As a result,
mandatory outlays for programs such as unemployment
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insurance and the refundable portion of the earned in-
come tax credit decreased as the economy gained
strength. Higher-than-expected inflation caused some
offsetting increases in certain programs pegged to those
indicators, but, overall, for economic reasons, mandatory
outlays turned out to be $4 billion lower than the level as-
sumed by the resolution.

Lower-than-anticipated interest rates drove projected
outlays for net interest payments below the level assumed
in the budget resolution. Most significantly, the resolu-
tion assumed that short-term (91-day Treasury) interest
rates would average 2.9 percent in 2004; however, as a re-
sult of actions by the Federal Reserve, those rates averaged
just 1.1 percent for the year. Consequently, outlays for
net interest were $14 billion less than anticipated in the
budget resolution.

Differences Arising from Technical Factors
Differences arising from technical factors—that is, differ-
ences between budget resolution targets and actual out-
comes that cannot be traced to legislation or CBO’s eco-
nomic forecast—lowered revenues by $20 billion (about
1 percent) and outlays by $10 billion (0.4 percent) rela-
tive to the target levels. On balance, because of technical
factors, the deficit was $10 billion higher than anticipated
in the budget resolution.

Some of the decrease in anticipated revenues may have
been related to economic factors (for example, decreased
capital gains realizations) or may have resulted from eco-
nomic factors that will be revealed in future revisions to
economic variables; however, a full analysis of the 2004
results cannot be done now because information about
sources of individual income typically lags behind the tax
year by a couple of years.

The decrease in outlays attributable to technical differ-
ences resulted from slower-than-expected discretionary
spending, as well as slightly slower spending in a host of
mandatory programs. Debt-service costs were higher than
expected, mostly because of the technical factors that re-
duced projected revenues.

Comparing Budget Resolutions
and Actual Outcomes for Fiscal
Years 1980 Through 2004

At the end of each fiscal year, actual revenues and outlays
have always differed to varying degrees from budget reso-
lution targets for that fiscal year. Over the 1980-1992 pe-
riod, the deficit consistently exceeded the target in the
resolution by amounts ranging from $4 billion in 1984 to
$119 billion in 1990 (see Table C-3). That pattern
changed in 1993, in part because spending for deposit in-
surance was substantially lower than expected. From
1994 through 2000, actual outcomes continued to be
more favorable than the targets (with the exception of
1999, when there was no conference agreement on a bud-
get resolution). However, in 2001, lower-than-expected
revenues and higher-than-anticipated outlays combined
to reduce the surplus to less than what was envisioned in
the resolution. In 2002, those trends continued and
caused very large differences from the resolution’s envi-
sioned surplus, resulting in a deficit of $158 billion that
year. In 2003, there was no conference agreement for a
budget resolution. In 2004, lower-than-expected reve-
nues and higher-than-anticipated outlays caused the defi-
cit to be larger than planned, but the difference was rela-
tively small.

Differences Arising from Policy Changes

From 1980 through 2004, policy action or inaction (for
example, the failure to achieve savings called for in a bud-
get resolution) decreased the surplus or increased the def-
icit by an average of $19 billion a year compared with the
target. In only four of those years did policymakers trim
the deficit more, or add to it less, than the resolution pro-
vided. The largest differences attributable to policy
changes occurred in three consecutive years, decreasing
the surplus by $61 billion in 2000, $95 billion in 2001,
and $56 billion in 2002 in comparison with the targets.
In 2004, as described, policy changes increased the deficit
by $44 billion. (By contrast, from 1980 through 1998,
the differences ascribed to policy changes averaged less
than $10 billion a year.)

Most of the impact stemming from legislation over the
period was on the outlay side of the budget. On average,
policy decisions added about $17 billion a year to the
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Table C-3.

Sources of Differences Between Budget Resolution Targets and Actual Budget
Totals, 1980 to 2004

(Billions of dollars)

Differences Arising from Total Differences

Policy Economic Technical Total as a Percentage of

Changes Factors Factors Differences Actual Outcomes

Revenues
1980 6 8 -4 11 2.1
1981 -4 5 -13 -11 -1.8
1982 13 52 -1 -40 -6.5
1983 -5 58 3 -65 -10.8
1984 -14 4 -4 -13 2.0
1985 * -20 3 -17 2.3
1986 -1 -23 -2 -27 3.5
1987 22 27 7 2 0.2
1988 -11 4 -17 -24 2.6
1989 1 34 8 26 2.6
1990 -7 36 9 34 3.3
1991° -1 31 24 -56 5.3
1992 3 -46 34 -78 -7.1
1993 4 -28 3 -20 -1.7
1994 -1 12 4 15 1.2
1995 * 16 1 17 13
1996 -1 24 12 36 2.5
1997 20 44 46 110 7.0
1998 -1 62 59 120 7.0
1999 n.a. n.a. n.a. n.a. n.a.
2000 3 78 68 149 7.4
2001 -65 25 26 -14 0.7
2002 9 -125 -183 317 -17.1
2003 n.a. n.a. n.a. n.a. n.a.
2004 9 8 -20 3 0.2
Average -2 -5 3 -10 -1.6
Absolute Average” 9 3 24 52 4.2
Outlays

1980 20 12 16 48 8.1
1981 25 6 16 47 6.9
1982 1 24 8 33 4.4
1983 18 * 8 26 3.2
1984 1 7 -18 9 -11
1985 23 5 -13 5 0.5
1986 14 -12 20 22 2.2
1987 7 -12 13 8 0.8
1988 -2 12 12 22 2.1
1989 17 14 12 43 3.8
1990 13 13 59 85 6.8
1991° -19 1 -22 -40 3.0
1992 15 21 -60 -66 4.8
1993 16 -19 90 92 -6.5
1994 10 9 36 -35 2.4
1995 2 17 -14 6 0.4
1996 25 -24 -29 -28 -1.8
1997 15 7 -43 21 -1.3

Continued
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Table C-3.

Continued

(Billions of dollars)

Differences Arising from Total Differences
Policy Economic Technical Total as a Percentage of
Changes Factors Factors Differences Actual Outcomes
1998 5 9 37 -41 2.5
1999 n.a. n.a. n.a. n.a. n.a.
2000 65 -1 -10 54 3.0
2001 30 -1 0 29 1.6
2002 46 5 18 59 2.9
2003 n.a. n.a. n.a. n.a. n.a.
2004 53 -19 -10 24 1.0
Average 17 -1 -9 8 11
Absolute Average” 19 11 24 37 31
Effect on Surplus or Deficit®
1980 -13 -4 -19 -36 -6.1
1981 28 -1 -29 -58 8.6
1982 12 -76 -9 73 9.8
1983 22 59 -11 92 -11.4
1984 -15 3 14 -4 0.5
1985 23 -15 16 -22 2.3
1986 -16 -11 -22 -49 4.9
1987 15 -15 -6 -6 0.6
1988 9 8 -29 -46 4.3
1989 -17 20 -20 -17 -1.5
1990 20 -49 50 -119 9.5
1991° 19 32 2 -15 11
1992 -12 -25 26 -11 0.8
1993 -12 9 93 72 5.1
1994 -11 21 40 50 3.4
1995 -2 -2 15 11 0.7
1996 25 48 40 63 4.0
1997 5 37 89 131 8.2
1998 -7 71 97 160 9.7
1999 n.a. n.a. n.a. n.a. n.a.
2000 61 79 77 95 5.3
2001 95 26 26 43 2.3
2002 -56 -119 -202 376 -18.7
2003 n.a. n.a. n.a. n.a. n.a.
2004 -44 27 -10 -27 -1.2
Average -19 -4 5 -18 2.0
Absolute Average” 23 33 41 69 5.2

Source: Congressional Budget Office.

Notes: Differences are actual outcomes minus budget resolution targets. Positive differences denote an increase in the surplus or a reduction
in the deficit; negative differences denote a decrease in the surplus or an increase in the deficit.

CBO allocates differences among the three categories soon after the fiscal year ends, so later changes in economic data are not
reflected in those allocations.

* = |ess than $500 million; n.a. = not applicable (there was no budget resolution in 1999 and 2003).
a. Based on the budget summit agreement for fiscal year 1991 (as assessed by CBO in December 1990).
b. The absolute average disregards whether the differences are positive or negative.

c. Inthe case of the deficit or surplus, total differences are calculated as a percentage of actual outlays.
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spending totals. In fact, 1988 and 1991 were the only
years in which legislative action held outlays below the
budget resolution targets. The biggest difference due to
policy changes was in 2000, when the effects of legisla-
tion increased outlays by about $65 billion, mostly from
higher-than-expected discretionary appropriations and
unanticipated assistance to farmers and agricultural pro-
ducers. The difference in 2004 was second largest: a $53
billion increase in outlays, primarily resulting from the
unanticipated discretionary spending discussed above.
On the revenue side of the budget, the largest difference
arising from policy changes occurred in 2001, when the
Economic Growth and Tax Relief Reconciliation Act re-
duced taxes by $65 billion more than was anticipated by
the resolution. By contrast, in 2002 and 2004 that differ-
ence was, respectively, a $9 billion reduction and a $9 bil-
lion increase.

Differences Arising from Economic Factors
Inaccuracies in the economic forecast over the 1980-2004
period had a small net effect on the cumulative variation
between resolution targets and actual outcomes. How-
ever, large differences occurred in many years—deviations
that were mostly negative before 1994 and positive more
recently (except for 2002). Until 1993, budget resolu-
tions tended to use short-term economic assumptions
that proved optimistic. The largest overestimates of defi-
cits in the 1980s and early 1990s, not surprisingly, were
in years marked by recession or the early stages of recov-
ery—namely, in 1982 and 1983, and over the 1990-1992
period. In 2002, the economic assumptions were again
too optimistic, resulting in a $119 billion difference be-
tween the budget resolution target and actual outcome—
contributing to that year’s deficit, despite the fact that the
resolution had envisioned a surplus. In contrast, the im-
proving economy during this past year meant that the
economic assumptions underlying the 2004 resolution
were not optimistic enough: as a result, economic factors
pulled the deficit $27 billion lower than what was as-
sumed in the budget resolution.

In absolute terms (disregarding whether the errors were
positive or negative), the typical difference in the surplus
or deficit attributable to incorrect economic assumptions
was about $33 billion a year over the 1980-2004 period.
Regardless of the direction of the errors in the forecasts,
differences between the resolutions’ assumptions and
what happened in the economy primarily affected reve-
nues.

BUDGET RESOLUTION TARGETS AND ACTUAL OUTCOMES

Differences Arising from Technical Factors
Technical factors accounted for differences between bud-
get resolution targets and actual surpluses or deficits that
averaged $5 billion a year over the past 25 years. In abso-
lute terms, however, such differences caused the targets to
be off by $41 billion, on average. Overall, those devia-
tions were about equally represented on the revenue and
outlay sides of the budget.

The magnitude and causes of the differences ascribed to
technical factors have varied over the years. On the reve-
nue side, technical misestimates were generally not very
large through 1990, but the budget resolutions signifi-
cantly overestimated revenues in 1991 and 1992, when
tax collections were weaker than economic data sug-
gested. From 1997 through 2001, revenues were much
higher than the budget resolution targets, but in 2002,
the resolution again overestimated tax collections by
$183 billion. Technical factors lowered revenues in 2004
by $20 billion compared to the amount anticipated in the
resolution.

Misestimates arising from technical factors have also
shown up on the outlay side of the budget. Through the
mid-1980s, discrepancies in estimating receipts from off-
shore oil leases and spending on farm price supports, de-
fense, and entitlement programs were the dominant tech-
nical differences. In addition, in the early 1990s, during
the savings and loan crisis, outlays for deposit insurance
were a major source of discrepancies attributable to tech-
nical factors. In recent years, technical differences be-
tween the resolutions’ estimates of outlays and actual out-
lays have been spread among a variety of programs. In
2004, the difference was a relatively small $10 billion.

Differences as a Percentage of Actual
Revenues or Qutlays

Because the federal budget has grown considerably since
1980, differences between the revenue and spending lev-
els in the budget resolutions and actual outcomes over the
1980-2004 period may be best compared as a percentage
of total revenues or outlays. The total difference for reve-
nues for 2004, at 0.2 percent below the budget resolution
target, was much smaller than the absolute average of 4.2
percent over the 25-year period. Outlays in 2004 were
1.0 percent above the budget resolution target—also

lower than the 3.1 percent absolute average difference for
the years 1980-2004.
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The size of the total difference between actual deficits or
surpluses and the deficits or surpluses anticipated in bud-
get resolutions depends in large part on whether the dif-
ferences in revenues and outlays offset each other. For
years in which the discrepancies in revenues and outlays
affected the surplus or deficit in opposite ways, the total
difference dropped to as little as 0.5 percent of actual out-
lays. But in other years, the discrepancies for both reve-

nues and outlays affected the surplus or deficit in the
same way. From 1980 to 2004, the differences between
estimates of revenues and outlays in the budget resolu-
tions and the actual amounts went in the same direction
relative to the deficit or surplus in 14 of the 25 years. Al-
though the 2004 outcomes exhibit the same pattern, the
magnitude of the differences is much smaller.





